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under paragraph (c)(4) of this section is
limited to the institution’s maximum
contractual exposure, less any recourse
liability account established in accord-
ance with generally accepted account-
ing principles. This limitation does not
apply when an institution provides
credit enhancement beyond any con-
tractual obligation to support assets it
has sold.

(f) Reservation of authority. The FCA
may, on a case-by-case basis, deter-
mine the appropriate risk weight for
any asset or credit equivalent amount
that does not fit wholly within one of
the risk categories set forth in
§615.5211 or that imposes risks that are
not commensurate with the risk
weight otherwise specified in §615.5211
for the asset or credit equivalent. In
addition, the FCA may, on a case-by-
case basis, determine the appropriate
credit conversion factor for any off-bal-
ance sheet item that does not fit whol-
ly within one of the credit conversion
factors set forth in §615.5212 or that im-
poses risks that are not commensurate
with the credit conversion factor oth-
erwise specified in §615.5212 for the
item. In making this determination,
the FCA will consider the similarity of
the asset or off-balance sheet item to
assets or off-balance sheet items ex-
plicitly treated in §§615.5211 or 615.5212,
as well as other relevant factors.
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§615.5211 Risk
sheet assets.

Section 615.5210(c) specifies certain
balance sheet assets that are not as-
signed to the risk categories set forth
below. All other balance sheet assets
are assigned to the percentage risk cat-
egories as follows:

(a) Category 1: 0 Percent.

(1) Cash (domestic and foreign).

(2) Balances due from Federal Re-
serve Banks and central banks in other
OECD countries.

(3) Direct claims on, and portions of
claims unconditionally guaranteed by,
the U.S. Treasury, government agen-
cies, or central governments in other
OECD countries.

(4) Portions of local currency claims
on, or unconditionally guaranteed by,
non-OECD central governments (in-
cluding non-OECD central banks), to

categories—balance
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the extent the institution has liabil-
ities booked in that currency.

(5) Claims on, or guaranteed by,
qualifying securities firms that are
collateralized by cash held by the insti-
tution or by securities issued or guar-
anteed by the United States (including
U.S. Government agencies) or OECD
central governments, provided that a
positive margin of collateral is re-
quired to be maintained on such a
claim on a daily basis, taking into ac-
count any change in the institution’s
exposure to the obligor or counterparty
under the claim in relation to the mar-
ket value of the collateral held in sup-
port of the claim.

(b) Category 2: 20 Percent. (1) Cash
items in the process of collection.

(2) Loans and other obligations of
and investments in Farm Credit insti-
tutions.

(3) All claims (long- and short-term)
on, and portions of claims (long- and
short-term) guaranteed by, OECD
banks.

(4) Short-term (remaining maturity
of 1 year or less) claims on, and por-
tions of short-term claims guaranteed
by, non-OECD banks.

(5) Portions of loans and other claims
conditionally guaranteed by the U.S.
Treasury, government agencies, or cen-
tral governments in other OECD coun-
tries and portions of local currency
claims conditionally guaranteed by
non-OECD central governments to the
extent that the institution has liabil-
ities booked in that currency.

(6) All securities and other claims on,
and portions of claims guaranteed by,
Government-sponsored agencies.

(7) Portions of loans and other claims
(including repurchase agreements)
collateralized by securities issued or
guaranteed by the U.S. Treasury, gov-
ernment agencies, Government-spon-
sored agencies or central governments
in other OECD countries.

(8) Portions of loans and other claims
collateralized by cash held by the insti-
tution or its funding bank.

(9) General obligation claims on, and
portions of claims guaranteed by, the
full faith and credit of states or other
political subdivisions or OECD coun-
tries, including U.S. state and local
governments.
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(10) Claims on, and portions of claims
guaranteed by, official multinational
lending institutions or regional devel-
opment institutions in which the U.S.
Government is a shareholder or a con-
tributing member.

(11) Portions of claims collateralized
by securities issued by official multi-
lateral lending institutions or regional
development institutions in which the
U.S. Government is a shareholder or
contributing member.

(12) Investments in shares of mutual
funds whose portfolios are permitted to
hold only assets that qualify for the
zero or 20-percent risk categories.

(13) Recourse obligations, direct cred-
it substitutes, residual interests (other
than credit-enhancing interest-only
strips) and asset-or mortgage-backed
securities that are externally rated in
the highest or second highest invest-
ment grade category, e.g., AAA, AA, in
the case of long-term ratings, or the
highest rating category, e.g., A-1, P-1,
in the case of short-term ratings.

(14) Claims on, and claims guaranteed
by, qualifying securities firms provided
that:

(i) The qualifying securities firm, or
at least one issue of its long-term debt,
has a rating in one of the highest two
investment grade rating categories
from an NRSRO (if the securities firm
or debt has more than one NRSRO rat-
ing the lowest rating applies); or

(ii) The claim is guaranteed by a
qualifying securities firm’s parent
company with such a rating.

(15) Certain collateralized claims on
qualifying securities firms without re-
gard to satisfaction of the rating
standard, provided that the claim
arises under a contract that:

(i) Is a reverse repurchase/repurchase
agreement or securities lending/bor-
rowing transaction executed under
standard industry documentation;

(ii) Is collateralized by liquid and
readily marketable debt or equity se-
curities;

(iii) Is marked-to-market daily;

(iv) Is subject to a daily margin
maintenance requirement under the
standard documentation; and

(v) Can be liquidated, terminated, or
accelerated immediately in bankruptcy
or similar proceedings, and the secu-
rity or collateral agreement will not be
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stayed or avoided, under applicable law
of the relevant country.

(16) Claims on other financing insti-
tutions provided that:

(i) The other financing institution
qualifies as an OECD bank or it is
owned and controlled by an OECD bank
that guarantees the claim, or

(ii) The other financing institution
has a rating in one of the highest three
investment-grade rating categories
from a NRSRO or the claim is guaran-
teed by a parent company with such a
rating, and

(iii) The other financing institution
has endorsed all obligations it pledges
to its funding Farm Credit bank with
full recourse.

(c) Category 3: 50 Percent. (1) All other
investment securities with remaining
maturities under 1 year, if the securi-
ties are not eligible for the ratings-
based approach or subject to the dollar-
for-dollar capital treatment.

(2) Qualified residential loans.

(3) Recourse obligations, direct credit
substitutes, residual interests (other
than credit-enhancing interest-only
strips) and asset-or mortgage-backed
securities that are rated in the third
highest investment grade category,
e.g., A, in the case of long-term ratings,
or the second highest rating category,
e.g., A-2, P-2, in the case of short-term
ratings.

(4) Revenue bonds or similar obliga-
tions, including loans and leases, that
are obligations of state or political
subdivisions of the United States or
other OECD countries but for which
the government entity is committed to
repay the debt only out of revenue
from the specific projects financed.

(5) Claims on other financing institu-
tions that:

(i) Are not covered by the provisions
of paragraph (b)(17) of this section, but
otherwise meet similar capital, risk
identification and control, and oper-
ational standards, or

(i) Carry an investment-grade or
higher NRSRO rating or the claim is
guaranteed by a parent company with
such a rating, and

(iii) The other financing institution
has endorsed all obligations it pledges
to its funding Farm Credit bank with
full recourse.
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(d) Category 4: 100 Percent. This cat-
egory includes all assets not specified
in the categories above or below nor
deducted dollar-for-dollar from capital
and assets as discussed in §615.5210(c).
This category comprises standard risk
assets such as those typically found in
a loan or lease portfolio and includes:

(1) AIll other claims on private obli-
gors.

(2) Claims on, or portions of claims
guaranteed by, non-OECD banks with a
remaining maturity exceeding 1 year.

(3) Claims on, or portions of claims
guaranteed by, non-OECD central gov-
ernments that are not included in para-
graphs (a)(4) or (b)(4) of this section,
and all claims on non-OECD state and
local governments.

(4) Industrial-development bonds and
similar obligations issued under the
auspices of states or political subdivi-
sions of the OECD-based group of coun-
tries for the benefit of a private party
or enterprise where that party or en-
terprise, not the government entity, is
obligated to pay the principal and in-
terest.

(5) Premises, plant, and equipment;
other fixed assets; and other real estate
owned.

(6) Recourse obligations, direct credit
substitutes, residual interests (other
than credit-enhancing interest-only
strips) and asset-or mortgage-backed
securities that are rated in the lowest
investment grade category, e.g., BBB,
in the case of long-term ratings, or the
third highest rating category, e.g., A-3,
P-3, in the case of short-term ratings.

(7) Stripped mortgage-backed securi-
ties and similar instruments, such as
interest-only strips that are not credit-
enhancing and principal-only strips
(including such instruments guaran-
teed by Government-sponsored agen-
cies).

(8) Investments in Rural Business In-
vestment Companies.

(9) If they have not already been de-
ducted from capital:

(i) Investments in unconsolidated
companies, joint ventures, or associ-
ated companies.

(ii) Deferred-tax assets.

(iii) Servicing assets.

(10) All non-local currency claims on
foreign central governments, as well as
local currency claims on foreign cen-
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tral governments that are not included
in any other category.

(11) Claims on other financing insti-
tutions that do not otherwise qualify
for a lower risk-weight category under
this section; and

(12) AIll other assets not specified
above, including but not limited to
leases and receivables.

(e) Category 5: 200 Percent. Recourse
obligations, direct credit substitutes,
residual interests (other than credit-
enhancing interest-only strips) and
asset-or mortgage-backed securities
that are rated one category below the
lowest investment grade category, e.g.,
BB.

[70 FR 35351, June 17, 2005]

§615.5212 Credit conversion factors—
off-balance sheet items.

(a) The face amount of an off-balance
sheet item is generally incorporated
into risk-weighted assets in two steps.
For most off-balance sheet items, the
face amount is first multiplied by a
credit conversion factor. (In the case of
direct credit substitutes and recourse
obligations the full amount of the as-
sets enhanced are multiplied by a cred-
it conversion factor). The resultant
credit equivalent amount is assigned to
the appropriate risk-weight category
described in §615.5211 according to the
obligor or, if relevant, the guarantor or
the collateral.

(b) Conversion factors for various
types of off-balance sheet items are as
follows:

(1) 0 Percent. (i) Unused commitments
with an original maturity of 14 months
or less;

(if) Unused commitments with an

original maturity greater than 14
months if:
(A) They are unconditionally

cancellable by the institution; and

(B) The institution has the contrac-
tual right to, and in fact does, make a
separate credit decision based upon the
borrower’s current financial condition
before each drawing under the lending
arrangement.

(2) 20 Percent. Short-term, self-liqui-
dating, trade-related contingencies, in-
cluding but not limited to commercial
letters of credit.
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